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Near Secretary Donck;

Tois law firmm represewfs the Momow County Sclhool Districl, Orepon (lhe “School
Dasiriet™sr “MCSD™). On behalf of the Sehool Disinet, we hereby supplement our appeels Lo the
Federal Communications Commission (“FCC') thal were previously tiled and acceopted on
Febwaary 11, 2009, Such appeals are in regards (o e Januery 13, 2008 Commitment
Adjustinemt Decisions of the Schools and Libranies Division (*SLD™) of the Universal Service
Adminisitative Company [YUSAC) relatmg Ic fundimg years 2003 and 2003, We alsp reguest a
waiver of relevanl policy, rules and/or deadlines.

L PROCEDURAL BACKGROUND

LSAC rransmitted to the School District three Cormnilment Adjustmenl Letters
{("COMADs"} dated January 15, 2009, seekiag the retumn of 32.3 in:llion in E-Rate funding

based on an alleged impreper relavonship belween a tormer School Distnet employee, Nale

No. of Caplas recd O™l
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Avbopasl, and an E-Rale vendor, Manow Developinent Comoration (*MDUC") See Exh. |
{Notification o[ Commilment Adjusiment Letlers). On February 14, 2009, the School Districi
filed with the FCC its initial “placeholder™ appeal, pending a full inguiry with the essistance of
coungel, in relarian 1o the COMAD letters. See Exh. 2 (MCSD Letier of Appeal re: Notification
ol Cammitrnent Adjustment Lettersy. The School Disinel new makcs its supplemental
submizgian in support af its position on appeal.

As set forth below, the School Districl coinplied witl all of the upplicable regnlations 1n
making its applications for E-Raie funds. Accordingly, the FCC should grant the Schoo!
District’s appeal of the COMAD letters. To (he extent thal the COMAD letlers issued (o the
School District represent a proncunceinent ol a new aspect of E-rate regulation, the School
Digiricl requests a waiver ol such new rulc.

IT. OVYERVIEW OF USAC'S DECISIONS

The three COMAD leiters at 1ssue in thus appeal all make the [ollowing conclusions:

During the course of i review il was deterrnined that the school employee
who wes invelved in determining the senaces soughi by the applicanl and
the selechon of the applicant’s service providers is associaled with a
servive provider that was selected. Nale Arbogesl, the technolopy director
ol 1he school [disinct] [sic) 15 also an employee of the service provider
sclected to provide services lor this FRN, FCC niles require applicants (o
subimit a Form 470 Lo imitiate the competibive hdding process, and Lo
conduct a [air and open process. Meither the applican! ner the applicant’s
cansultant should have a relationship with a service provider prior o the
campetilive bidding that would unfairly inPuence the ouicome of a
competiion or would fumish the service provider with “inside”
infarmation or allow it o unfaidy compete in any way.  Since the
applicanl has engaged 1o an improper relanenship with a selected service
provider, which represenis the conlicl of interests [sic] and comproluises
the competitive bidding process. the commiiment has been rescinded in
full and USAC will seek recovery of any disbursed nds (rom the
applicant and service provider.

Exh. 1 (Notification ol Commitment Adjostment Letiers). The School Disincel disagrees
wilh USAC’s conclusions for the reasons discussed below.

III. FACTUAL BACKGRAOUIND

1. Overview of the School Disiriet.

The School District is located in Mormow County, Oregon. which is 2 rural and sparsely
poopulaled part of north-central Oregon. While the county is peographicaily large, covering morc
than 2,000 squarc iniles, lhe population is only approximaltely 11,000, The School District
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includes nine schools, and serves the owns of Boardman, Trmigon, Heppner, and Lexinglon.
Callectively, the Schoal District enrolls approximately 2,300 students [rom kindergerien (hrough
the 12th grade. As af 2003 aver 0% of the Schoal District’s studenls were eligihle (ot the
Mational School Luich Program {“NSLP™). The School Districl currenily employs 12 {ull-lime
admmistrative emplayees.

2 The School District’s History with E-Rate.

The Schoal Disinet, like many similar distoets throughout the country, has iu the past
expenenced some canfusion with respect to the nuances of the E-rate promam. ludeed, dnring
the timeframe that is the subject of this appeal, both USAC’s and the FCC’s governance and
inlerpretation of the E-rate rules were changing, Thus, it has nol elways been clear 10 school
dismicts when their conduct might be open to interpretation. Beginuing in 1998, the School
Disinict relied on ils then-Techualogy Coordinator, Nale Arbogast, to dralt the School Distoct’s
lechnology plan and prepare the School District’s applicatons to the E-rate program. Mr.
Arbogasi had yomed the School Districl in 1996, prior 10 Lhe heginming of the E-rate program
natonwide. When he did so, Mr. Arbogasi fully disclosed (o the School Distoet that he operated
4 family-rin independent lechnology and compnter business, called Arbogast Business Services
{“ABS™. Jee Exh. 3. In the late 19905, expertize in the intemnet and network conneclivily were
rare—especially so in 1ural Oregon—and the School Distnict looked 1o Mr. Arbopgasl as s
Technology Coordinalor, [or expertise in this area.

From the begiuning of the E-Ratc program, the School Distncr found it very difficult o
hind service providers who were willing 10 bid on the relatively small projects necded by the
School Districl, Due to the School Distoct's small size and remote location, many of the larger
service providers were nol interested i biddg on MCSD's projects. ABS was oue of the small
service providers that were willing o bid on School Distaict E-rale projects, when other larger
cainpanies would not or could uot fill such need. Ar the ume, ABS, as the goly Cisco-authunzed
installer in the arca, flled some of this void, thereby allowing the School Dislat W participate o
E-Rate. During this nime, Mr. Arbogasl was listed as the contact persun on the School District’s
E-rale [orms.

Ay noted, Mr. Arbogast’s role #s the School Distniet’s ‘Techuology Coordwnator/E-rate
contact person, and the owner/operator of ABS, which was an E-rale service provider lor the
School Dislrict, was fully disclosed to the School Disiricl. See Exh. 3. Mr. Arboagasi and the
School Distoct [ollowed the disclosure and relaled obligations prescnbed by the Oregon stalutes
and School District Policy, and all persons involved belicved there was full compliance with -
rale regulations, as well as Oregon lew and School District Policy Muonetheless, Mr
Arbogast’s situation led 10 objections from USAC, culminaling in the denial of E-rate funding to
the School Distviet in Funding Year 2002, and. Ihve vears later, COMAD letlers seeking recovery
of additional funds from Funding Year 2001.

That re)ationship is discuased more fully in the Schoal Disinc's pending Appeal in coses Mos, 02-4; 94135,
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While the School Districl always mnaintained an honest and open bidding provess and
complied with local law, once the School District became awere of USAC's view that Mr.
Arbogast should not be signmog E-rate forms, it immediaiely changed i1z procedures. From then
on, Mr. Arbogest wus no longer the contact person [or E-ralc fonine. Such role wos hans(omed
first lo Ms. Mary Ann Munkers, and then to her successor, Tami Sneddon, hoth of whom acted
as the Technology Secretary for (he School District.” Neither Ms. Munkers nor Ms. Sneddon
were associgted with or employed by any service provider, nor has USAC made any such
asserlion.

MDC is a local, quasi-governmental, non-profil corporation formed to help deliver
services to small businesses m Morrow Counly, and in particular to assist sinall businesses
working with the USDA’s Intermediary Relending Program. The goal of MDC is 1o proinote
cconoinic growth in Morrow Counly. Over time, as awareness af the impartance of intermet
access to Lhe region’s future economnic development became apparent, MDC became nare
involved in work to spread intemel service through Momow County. This wark was consistent
with MDC’s core mission of providing econoinic stimulus w this histurically underdeveloped
region of the siate. MDC ceventually caine to work with the School District to assist with the
installation of glectronic services equipment. In this role, MDC’s governmentel nature cannot be
ignored. MDC was always seen hy the School Dishrier as acting in ils govermnental role, and
was viewed as distinguisheble froin tradilional for-profit providers.

Just as it had faced in the early years of the E-rale program, the School District frequently
found that larper service providers were uninterested in working in Momow County with ils
relatively sparse, dispersed populalion, end lunited econoinic activity. Despile the low level of
mteresl from service providers, in each case, however, the School District took extraordinary
sleps lo obtain bids from mulliple service providers hy placing advertizeinenlts in local papers,
and by soliciling bids direclly from various service providers. This process of obtaining bids and
complymg with bolli Oregon snd [FCC rules was overseen by School Disincl employees other
than Mr. Arbogasl, up to and including the Supenntendent of the Schoo! District.

1¥.  ARGUMENT ON APPEAL

1. Overview of Avgument.

In its COMAD letters, USAC does not cite any legal anthority or precedenl to support ils
clain thal the School District violated an FCC regulation, Rather, USAC asserts thal the School
Distnct violzied "FCC 1ules” by selecling a vendor “associated” with a Schuol Districl
employee, Mr. Nate Arbogast. However, Mr. Arbogast did nol sign, and was not lisled as a
contacl person, on any Form 470 ar 471 under uppeal, nor does USAC assen thal Mr. Arbugast
did s6. USAC's failure to cite any authority is telling, because the (act is that no snch authorily
exisis, The undisputed facts show that the School Distner’s Form 470s and 471s at issue were

’ One af he Form 4705 al issuc in this appeal, 3786000047954 1, was signed by Rhonda Lorenz, the School

Dustned's langlime business managet. Ms. Sneddon, e Technelogy Secretary, was the listed conlagl person on Lhis
Form 470, Exh, 4,
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signed by, and the hidding process managed by, disinterested Schoal Districl employees wilh no
relationship Lo any service pravider, The FCC hes never edopted the *associated with” lest
acemingly articulated by USAC in its COMAD leticrs in this case. As such, USAC's
dotermination must be reversed.

In addition to the fact thal the School Distnet's Form 470s facially comply with the
applicable regulations, USAC"s dJelermination conspicucusly omits any straighiforward
accusaion of impropiiay. USAC cites no specific rules that it alleges the School Disiric
violaled, As the FCC has made clear, USAC caunot deny funding without first finding an actwal
violation of the competilive bidding process. Here, all USAC has done is make vague allnsions
to the existence of a relationship that “would™ have influgnced the compelitive bidding prucess.
This 13 significantly less then finding thal such a rtelationship in faet “did” influence the
compatitive bidding process {which, of course, it did not). There is no accusation. let alome
evidence, that Mr. Arbogasi’s consulting relationship with MDC in any way influenced or
undermined the inlegrity of the bidding process.

Finally, while the Sclool Districi believes that the evidence couclusively shows ils
compliance wilh all applicable regulations, if the FCC does detennine that a violation occurred
(whether under (hen-existing regulations or as a rmesull of the FCC's extension of those
regulations), then the School Distnct requests that the FCC waive its rules in this case. The
record reflects that the School Disirict made & delermined effort to comply with the rules by
insnring thai appropriale meesurcs were laken 0 maintain the integily of the competitive
bidding proccss. Further, each of the threc challenged E-rate projects was awarded to the lowesl
bidder in a competitive sctling. Finally, for many ycars the School Disirict reccived no E-rate
funding at all, despile applicanons lo the program. In light of such a good-faiily effort, the
equities weigh in favor of graming the School District a waiver.

Furthermere, Lhe Anancial burden of repaying more than $2.3 million when that moncy
was already spenl many years ago would devastale the School Distriet’s ability 1o luncuon and
educate the children it is charged with providing for. First, lhe money sought was never received
by the School District. Rather, the money was provided (o the School District’s service provider,
Mortow Developmeni Corporation. who used the funds to connect the School District’s stuclents
lo the interuel—work which was indispulably perfornined. Indeed, the School Distiict paid over
$200,000 of its own Tondz 10 eover its share of 1ipse expenses.

Second, cshould the FCC scek 10 recover (he amounts scl forth in the COMAD lctlers
trom the School Disinet, the impact on the abilily of the School Distrct 1o adequalely perform
ils cote educational misson would be calastrophoe.  Indeed, such a fine would threaten the
abilily of the School Disinel to even conbmnue to funcuon. Such an impacl will, of course, fall
most heavily on the children of Momew County, approxmotely 60% of whom already face
signilicanl econonnc disadvaniages and parlicipate m the Nalional School Lunch Program. The
economic crisis gripping the country has not passed Momow Comnty by, The School District’s
funding has been decreasing Ior several years, necessitating cuts n sludent programs and teacher
and slaff salary freezes. The annual budget Jor the Scheel Disinct hovers al $18 million,
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Culling 52.3 million {which 15 more than ten percent of the School Distnet’s already bare
budget) cannot be done withoul significantly Qnparing its ability 0 cducale the public school
children of Morrow County, Oregon.

The E-rate program was intended (o assist rnral and peor schoaol districts in obtaining
access for their students to the imporiant benefits of inlernet eccess end networked compulers. In
parlicipating in the program, the Mommow Counly School District hoped 1o bning those benelits to
ils students so that they would be betier educated, and beiter able t¢ compete in the global
economy as oitizens of the 21st century, USAC does not aliege that the E-rale projects under
appeul were not ectually perfonned, and there has been no allegation that the E-Rare program or
the School Distnct over-paid tar any ol that work. All that USAC can point o 15 a relabionshup
whicli, in USAC’s opinion, hypethetically coufd have conlribuled to an undermimng of the
comnpelilive bidding process. The FCC should not make E-rate a game of “Russian Rouletle"
whereby a rural school disirict seeking lo participate in the E-Rale program to benefit ils sludenis
(aces linancial ruin if there are technical missteps in efforis 1o comply with numensus
regulations. For these reasons, a waiver of the rules is necessary here, should liability be found.

2. The School District’s Process Woxs Fair and Competitive.

Al The Schaool District did not viglate MasterMind and USAC has
cited wo specific precedent thal it alleges was violated.

The Form 470 filed by every E-Rate applicant must list a contacl person fuoin whom
interested bidders may obtain additicnal information reparding the proposed project. In Reguest
Jor Review by Mastermind Iniermet Services, Inc., CC Dockel Nos, 95-45, Order, 16 FOC Red
4028, FCC 00-167 {rel. May 23, 2000} {hereinafier “MasferAfind”) and ils progeny, the FCC
eslablished a clear test regarding the impermissible role of polential service providers wlho wear
“lwo hals” by simullaneously bidding on a project and acting as the school district’s designated
Form 470 coutact person. MasterMind grew out of the FCC’s experience in the early days of the
E-rate propram when ouside consultants who were relained lo assist schools with the E-rale
program appeared lo be manipulating the process Lo their own benefit. In MasterMing, the FCC
held thal when a service provider’s employee acls as the school district’s contacet person, the dual
role “laiuts™ the competilive bidding process, rendenng the Form 470 invalid. MasterMind, and
the subsequent decisions interpreling and applying its holding arc the only FCC precedents that
give school districts guidance on how W struclure theiwr E-Rate programs when school distrnict
employees have a telationslup with a service provider. In Lhe insiant case, the evidence shows
thal the Scheol Disinet did, in faci, comply with MasrerMind, and accordingly the COMAD
letlers musl be overtumed.

The MasterMing case addressed two scenarios: (1) instances in which the achool
district's Form 470 lisled a MasicrMind company <inployee as the school district contect person;
and {2} instances in which MasterMind company employees were involved in (he drefling of the
Form 470, but did not sign them and were nel listed a3 coniact persons, With respecl o this
latter calegory, the SLD found that “ithe ciccnmstances sumounding the filing of the Form 470



Marleuc H. Dortch, Secretary
August 13, 2010
Page 7

assouiated with the funding request viclaled the intent ol the bidding process.” Masierdind al
4, Under review, however, the FCC disapreed Lhat the mere inyglvement ol 2 service provider in
the preparation of a Farm 470 1ainted the idding process. Accendingly, the FCC remanded for
further processing where “SLD denied requests [or support thal did uot name a service provider
as the conlacl person on the Form 470" 74, al 9. The FCC held that where a Fonn 4730 “did noi
name a MoastertMnd employee as the contact person and a MasictMmd employee did not sign the
associated Forms 470 o 471 . . . there has been [no] wiolation ol the competitive bidding
process.” fd. al Y 14. The samnc vesulr shonld follow in the instant case. [ndeed, USAC has nol
alleged {nor could i1} that Lthe Morew Counly School District’s listed contacl person or its Form
470/471 signatories were service provider employees. As noted, such persons were Tumi
Sneddon and Rhonda Lorenz. There hes been ua allesaton from USAC thal either woinen wea
associated with a service provider, and 1n fact, nerther woman was associated with a service
provider. See Exh. 5 (Declarations of Sncddon and Larens),

Paramount in the FCCs Master Mind decision was the concemn over access Lo inlormation
by prospective bidders. To thal epd. Afasterdind focused on the imporiance of a disinterested
schaol distnct conlact person who conld encourage bidders, and direcl them Lo the approprate
requesls for proposals, Nol surprisingly, all of the subscquent cases hulding on MasterMind's
fonndation have locnsed on the nature of the relalionship belween the school distict’s
designaled Form 470 contact person and Lhe service provider. For example, in Cercrhers, the
igsne was whether the school district contacr person (who was mamed to an elnplovee of the
service provider) was & representalive of the service provider. 16 FCC Red 6944 (2001) 4 8.
And in College Prep, the issue was whether “the individual listed as fhe contact persan on the
applicants” FCCT Form 470 was n facl associated with the service provider with wham the
applicants coniracied lor service™ 17 FOC Red 1738 (CCB 2002) § 6. These cases contiasl
sharply with the lacts in this appeal—USAC has not alleged thal Momow County Schonl
District’s conlact person for the E-rale projecis under appeal (Taini Sncddon) had any
relationship whatsoever with the service provider. Rather, USAC focuses on Mr. Arbogas(, who
was nol the conlact person or a signalory (o the FCC forms in question. Bur USAC has nol cited
any decision, nor has research revealed any authoniy, which ingures inie Lhe relaiionship
between any school district employee whe is not the contacr person {sich as Mr. Arbogasl) and
a service provider,

Furthermore, none of the prudential concemns raised in the MasrerMind Ime of decisions
are presenl here. In this case, there 15 no dispule that the contact person lisied on the School
Disirict’s Form 4705 end 471s, Tamni Snedden, had no relationship whatsoever W any service
provider. To be clear, USAC makes no such allegation es 10 Ms. Sneddon. Nale Arbogast, to
whom USAC points in their Commitment Adjusiment Letiers as the source of the alleged
violalion, did not sien, and was not a contact person, for the IForm 470y and 4715 in question
here, MNor is there any evidence that Mr. Arbogast was involved in the FY2003 or FY 2004
compelilive bidding process. Just as in MasterMind, the involveinent ol'a service provider in Lhe
drafting of the forms is insufficient to Tind thal the competitive bidding process was violated
though no such invelvement has beenn demonsirated either. USACs conclusory accusalions that
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Mr. Arbogast's rale “would™ have unfaivly influenced the bidding process is insufficient in light
of MasterMind Lo justily the COMAD letters.

To the extent thai the FCC would announce a new rule in this case that would expand the
scope and application of the Afasrerdind decision beyond fthe listed contact person, the
application of such a new rule would be unfair and inequitable to the School District.” It is =
fundamental precept of our legal system thel a parly must be given notice of the nules il will be
held to, and thereby given an opportunity o conform its conducl le known standards. Te hold
otherwise, Lo endorse an ex post facte rule, would work a great injustice upon the School Dishrict.
In appointing Ms. Sneddon as the E-Rale Form 470 and Form 471 conlact person, the School
District believed it was complying, und in tacl did comply, wilh all then-exisling FCC stancards.
To hold the School Dishict responsible under a new rule. under these circumslances. would
sinply be unfair.

B. The hidding proccss was compelilive,

Per binding FCC precedenr, USAC has the burden of prov! 1o show that there was un
improper relationship thal influenced the competinve bidding process. But even under the per se
ralionale of MasrerMing, USAC has nol camed ite burden. USAC cannot establish that a non-
competilive process was used (nor does 1t proffer any facts 1o support such a contention). The
record in this malter demonstrales that the School Dasirict did everylhing it could to obtain
multiple bids in compliance with bolh FCC and Oregan public progurement requirements.
Under FCC regulalions, once a Form 476 18 submitled, rthe applicant must wait 28 days for bids
to be submitted. Following that pedaod, bids may be cansidered, with price as the most important
faclor in awarding 1he conlrecl.

The recerd in this case shows thal the School District did everylhing it could Lo obtain
mulliple, competitive bids from service providers. Following are the details of the three Funding
Requesl Numbers (“FRNs"') under appeal:

Funding Request Number 98035Y — Internet Access

[n November 20102, Tami Sneddon placed the call for bids for FY2003-elipible services
in the local ncwspaper. See Exh. 6. Subsequently, on December 4, 2002, Mz Sncddon was
lisied a5 the Schoo!l District’s poiut of contact in an “Announcement of Call for Bids” lor high
capacily [niemet service thal appeared in the Heppner Gazelte Timcs for FY2003. See /d. Ms,
Sneddon also directly soliciled quolations for Inlemet access and installation from three bidders:
Qwest, CenwryTel, and Monow Development. See Exh. 7, Mormmow Counly School Disirict,
“Three Pnce Bids,” signed by Tarm Sneddon on January 17, 2003, and Superiniendont Jack
Coppen on January 28, 2003, Momow Development was selecled based on the speed of its

3 USAC itself lacks e power 1w jnake new rules regarding E-rate admintsimation; ks role s Lmied 1o the

enfotcement of the FCC's regulancns. 47 CFR. § 54.7020(c); Changes to the Board of Dircetars up the Nard
Exchange Carrier Ass’n, e, 13 FCC Rod 25038, 2900n-67 (1995,
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Interet offering as well as cosl. As Exhibhit 7 evidences, neither ul the olher carriers that were
solicilcd could offer OC-12 service (ay required) far the School Disirict.

Funding Reguest Number 994429 — Internal Connections

Similarly, with respect (o the internal network connecrions wotk, Form 471 3601835, a
January 39, 2003 bid sheet from the Schoaol District shows thal Ms. Sneddon selicited quolations
from three bidders: IMC Networks, CompulersdSure, and Morrow Development. See Exh. 8.
That saine worksheel shows thal bids were reccived from all three companies. Momow
Development was the lowest bidder, 2nd had an established history of providing guality service
lo the Schoaol District.

Funding Request Number 1135124 - Telecomm Services

Vinally, in a separale three-bid comparnison for lelecommumicanons services for [Y 2004,
Ms. Sneddon i3 lisled as the School District representative securing quotations. See Exh. 9.

As the School District explained 1o USAC o an Apnl 25 2003 leter in response 1o a
reques! for informahion on the School District’s vendor selection process, “all jawards] waie for
‘lowest quate.” When awanding our Internel scrvice provider, consideration wag alsa give[n) to
whal speed was available as well as cost.” See Exh. 10, 1t is further worth nating that Morrow
Development did not win el of the conlracts thal it submilted bids for, which is inconsistent with
the idea that svine Lype of manipulation of the process was oceurring, and is fully conzistent with
an open and hanspatent iding process. See Gxh. 1]. Accordingly, there is no evidence of any
improper bidding proceduore or violation of the competitive bidding process.’

3. USAC Han Failed To Allege Au Actual Vielation Of Competinive
Bidding Rules,

Before USAC muy seek 10 recover funds, il must first establish that 2 violation has
actoally occurred.  The FCC held in the Academy of Careers decision that USAC may not
“presume” a violanon to have laken place. 21 FCC Red 3348, §1. Rather, il is USAC’s
obligation lo establish by affirmalive evidence that funds should be rescinded. The COMAD
letters in this matier fall far short of carrying this burden because such leliers only allege thar Mr.
Arbogast’s 1elationship with a service provider “would” furmish the service prowvider with
“inside” informartion and “would” “unfeirly influence the oulcome ol a compehiion.”  As
discussed above, there was no such unfair inflyence in this case. Bur as established by, inter
alia, Academy of Careers, the burden of proot lies first on LISAC to show a viglaton. 11 1= nol
the School Distnict's obligation to cstablizh its innocence in the first mslance. Nor should the
Schiool Distnict be placed in the unenviable position of seeking to rebut accusations made in only
the most genenc hypothelical and conclusory fashion. witheut citation o specilic evidence and

+ The School District also followed s own purchasing guidelines which address how (o resolve possible

conflicla of interest. Exh, 12 a1y 2. Those guidelines were also provided Lo USAC
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legal authority. Because USAC has failed 10 show any violation, its COMAD lefters inust be
overiurned.

4, USAC Has Shown No Evidence That Mr. Arbogast Was Responsible
For Selecting Service Providers,

As shown above, the first locus must be on Lhe inlegnity of the Form 470s, which are on
their face unassailable in this case. There is no legal suppori for USAC's proposilion thal the
merc fact thal a person working with a provider also works for 2 school district consututes
impernussible “involvement™ {(however such an emorphous lerm inight be defined or applied) of
the service provider in Lhe selection of winning bidders. Rather, USAC musl show some actual
taint in the bidding process caused by Lhe relalionship. No such (aint can be found here.

As a factual matter, USAC has presented no evidence supporting its accusation thal Nate
Arbogast was responsible for “the selecuion of the applicanl's service providers.”  As
demonsirated above, the service providers ai issue in this appeal were selecled following a
competiiive bidding process in which bids were aclively solicited and received. The School
Distnict’s Superintendent, or lhe School Beard, made the final decision regarding what vendor to
select, based almosl exclusively on price and only in response 1o bids submilled o the School
District. See Exh. 7-8 {Letters from J. Crippen, Superinlendent, i¢ service providers nolilying
them that they have been selecled). There 15 simply no evidence in the record for USAC 1o
assert thal Mr. Arbogast had involvement m the “selection of service providers.” In any event,
the *selection™ was made based wholly on cost. This is consistent with the E-rate principle that
cosl should be a primary concem in making conlracl awards.

&, Request lor Waiver.

Although the School Distrnct believes thal its actions were fully consistenl with FCC
rules in admimistering the E-rate program, in the event the Commission reaches a different
conclugion, the School Distict requests a waiver of the application of the Rules. The School
District mede cvery effort to comply with the comipetitive bidding processes required by FCC
and Cregon regulations. In 2005, the FCC acknowledged thal “the E-rate program is fraught
with complexity lfrom Lhe perspeclive of beneficiaries and the program rules and guidelines have
changed many times.™ The FCC expressed concemn that “the complexily ol the application
process leads some small schools and librames to choose not 1o paricipale in the E-vale

5

Reguest for Waiver by Greenfield Pubfic Schoo! Distvics, CC Dockel No. 02-6, Order, File Nos, SLI-
431911, SLD-431129, DA 06-487 (rel, Feh, 28, 2004), ciling Compreacnsive Review of Unbversal Service Fund,
Management, Administration, and Oversight, Federal-State Jolnt Board on Undversal Semvice, Schonls and
Libraries Universal Service Support Mechanism, Rurel Health Care Support Mechawizn, Lifeline and Link-LUp,
Chenger to the Board of Dérectors for the National Exchange Carvier Association, fne., WU Docket Nos. (03-195,
(2-60, 03-109, CC Docket Nos, 86-43, 03-6, 97-21, Notice of Froposed Rulemaking and Furthier Notice of Proposed
Rulemaking, 20 FCC Red | 1308 (2005),
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program.”™®  The Moiraw County School Disirict knows, pechaps beiler (than most, just how
complex those regulalions can tum out ta be.

As noled sbove, afler the FCC had objected to the role of M1, Arbogast overseeing the
School District’s E-rale program in 2002, thase aspects of his responsibilities were translerred W
another stalfer, Ms. Munkers, and then to Ms. Sneddon. As noted, Mas. Sneddon, who was the
School District’s contact person lor the FOC (orms in question in the instant <ase, had no
relationship with any service provider, nor has USAC alleged as much., Ms. Sncddon, logeilier
wilh the School Disinct’s Superintendent, oversaw the bidding process which, as delailed above,
was competilive.

A. There is no evidence of wasite, fraud, or aliuse, misuse of funds, or
a Tailure to adhere to care pragram requirements.

At most, the alleged violalions in this case are based on nothing more (han suppositions
of hypolhetical impacls of relationships. As lhe FCC bas swted, “the compelilive tidding rules
arc a central tenet of program funding and a ileol for prevenung waste, traund, and ahugse.’”
Although USAC claims that the School Disiriet violated the compelitive bidding rules, there is
no evidence or sugpeshion of waste, fraud, or abuse, misuse of funds, or & failure (o adhere 1o
core program requirements. There is no allegation thal the work perfonined by MDC was
subsiandard in any way, or that the work was not performed. To the conmrary, lhe evidence i3
that the services provided by MDC were valuable to the School District and essenlial o
increasing inleret access for Momow County’s public school children. The FCC has been
inclined lo waive program viclations n instances where there is a violation thal does not
undermine *“the statutory goal mandated by Congress of preserving and advancing universal
service among schools and libranes most in need of support.” Reguest for Review and/or Weaiver
by Glendale Unified Schoo! District, Glendale. California, CC Docker No. 02-6, Order, File No.
SLD-14354%, DA 06-244 (rel. February 1, 2006). Such is the case here.

B. The potential for exireme hardship weilghs in [avor of waiver.

The School Dhstrict is vnable to repay the millions of dellars sought by USAC without
gulumg ils esscnlial services fo its siudenls. Due lo the recent nslicnal 1ecession, the School
Distnel’s fundmg lor 2010 has been reduced 10 pre-2001 Jevels. The School Districl’s entire
2010 budget is only $18.3 mullion.  This has necessilzled freeces in employee salares,
eliminarion of stafl’ positions, and redueiions i sludent prograimuning.  As (he year unfolds,
additional culs may be required as funding beeomes Icss available froin the Siete of Oregon, and

& Comprehensive Review of Unpversal Service Fund, Managewmens, ddminisirenon, and hevaght, Federal-

State Joint Board on Universal Service, Schoolt and Librarier Universal Somvice Swppued Mechanisv, Bueiid Hoaldh
Care Support Mechanismi, Lifeline und LinkeLip, Changes 1o the Bweund of Drreciors for the Nafione! Saclinze
Carrter Associction, fre., WO Dockel WNos, 05-1958, 02-60, 02108, CC Dockel Nos. 96-93, 0Z-b, 9721 Notie of
Proposed Ruleinaking and Further Nowce of Propesed Rolemaking, 20 FCU Red 11308 (2005),

! I2
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Ihe prospects Jor the Schaal Dustnict’s financial health in 2011 and beyond are no beller. Making
rovm 10 an already over-stretched budget for an addibonal $2.3 million in penaltics would, in all
likelihood, resull in irreparable harm o the School District, and would threalen the ability of the
School Disinel io funchion. Where, as here, the alleged violalions are hypothetical and do not go
o E-rale’s corc mission, wmposing such a hardship on the students of Moitow Counly for the
alleged achons ol one employee — Mr. Arbogast — who is no longer even & School Disinet
employee wonld be a supreme inequity. This further justifies a waiver of the rules iu this case.

C. The Sehcol District has already suflered a sipnificant penalty.

3ince 2004, the School Disinel as well as the greater Umatilla-Mormow areg, served by
ihe Umatille-Morrow Education Service Digtricl, received no E-rate tunding for many years
despite subinitting applications every year. Although USAC has never specifically informed the
School District thai its denial of E-rale fiunds was lied to these cases, the end resuli has been thal
the School District has been effectively excluded from the E-Rale prograin for many years.
Recently the School Dismel did receive un awerd for e umninel amouut ol E-raic funding (or
lelecoinmunicalions seirvices, but that amount is sii)l sigmicantly below the amount awarded
sitnilar school districts. In effect, by denying E-rale funding {or many years, USAC has alveady
censured the School Distriet.

V. ALLOCATION OF RECISSION RESULTING FROM ANY ADVERSE
FINDING

As noted in the Notification ol Commitmenl Adjustment letlers, “USAC will seck
recovery of any disbursed funds from the applicant and service provider” (emphasis added).
Exh. 1 {Notification ol Commiiment Adjnstment letters). As set forth ebove, the School Distrei
complied with all of the applicable regulations in meking ils applications for E-Rate funds, and
the FCC shonld grani the School Distric’s appeal of the COMAD fchors. However, in the gvent
that the FCC does not grant the School Disirict’s appeal and does not granl a waiver of the rules,
then the School District submits that MDC should be held liable tor the smounis sought hy
LISAC, not the School Disirict.

To the extent the FCOC determines thal a violalion occurred, the party that benetiled from
that violation ought Lo bear the burden of the COMALD lelters. Inherent in the delermanation thal
a violation occurred is a finding thal soine untoward mfluence on the bidding process resulted in
el iinproper advanlage or benefll lo the service provider. It is inlemally incousistent 1o hold thal
the School District should be penalized where lhere i3 no evidence thet the School Disincl
received any benelil from the alleged viclalion. To the extenl anyonc profited [rom these
contracis, or slood to benefil from the alleged influence of Mr. Arbogasi, it was MDC, nol the
School District,

VL. CONCLUSION
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USAC demands that the Schoal Dhstrict disgorge millions of dollars in E-rale tunds that
were s5pent almosl ten years aga. There 15 no allegation Lhal the money was spent on anylhing
other lhan what 1t was intended for—prmviding technology and connecnvity to a disadvantaged
rural school disinet, There 15 na evidence of any violaton of the competitive bidding process.
There 15 no evidence that MDC improperly bencfited from these contracts. There is no ¢vidence
Ihet any relationship between Mr. Arbagast and MDC was conccaled. In contrast, the aclual
evidence demonsimales that the Schoal Distriet used a lranspareni bidding process in which
disinleresied School Dhsinel employees made deg¢isions aboul which service provider o choose.
The School Disinct embarked on these prajects in good [ailh, end MDC delivered (he services i
was siipposed to deliver.

Forther, the Schoel Dismicl kas no inoney available to it Lo satisfy the COMAD letters.
The School Dismicl’s budget cannol absorh this cost wialhoul decimating basic school services.
Thus, even if the Commission determines that a iechnical yiolation occurred, the Scheol Diswict
asks Lhal the Commission waive Lhe application of the rules in this case. The importanl
proteciions of the compelitive bidding process wonld not be undermined by such a waiver where
the violation (if found) is of such a technical nature, and where a finding of linbility would
represenl an expansion and exlension of existing precedeut in an unforeseen way, There is
ample pood cause for such a walver under these circumstances.

The School Dhstrict asks the Commission to cousider the actual record and fagts before il
The COMAD letlers sel oul a hypothetical conflict of interest that "would™ have influenced the
bidding prucess. Even as il secks imillions of dollars in restilution, USAC will not slale that an
actual viclation of any rule occurred. The E-rale prograns 1s designed o help schoal distiicts,
like the one in Momow Connly, Lo provide a beller education lor Iheir students. That goal will
not be advanced by bankrupting the Mormow Counly Schoe] Disinet.  For these reasans, the
Schoo] Disiricl asks that the Cominission vacate the COMAD letters and close this case.

Respectlully submitled.

Wl P Sl by

Willizin M. Sullivan, Jr., Esq.
WINSTDN & STRAWN LLFP
1700 K Streel, NJW.
Washingion, D.C. 20006

Tel. (2023 282-5000

Fax (2032) 282-3100

cmail: wsullivani@winsion, comn
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Mol Erien Adnlniuratios Comesnr Schools & Librarkes Division

Notification of Commitment Adjustment Latrer
Fupding Year 2003 7/0171003 - 4/30/2004
January 15, 2009

TAMI SNEDDON
MORROW COUNTY SCHOOL DIST 1
270 W MAIN ST
LEXINGTON, OR %7839
Re: Form 471 Application Number: 381855
Fending Year: p{ 1l L}
Applicant's Form ldenlll"er MCSDO304ISP
Billed Entity Number: 145127 —Mc 5D
FCC Registration Namber: 001253450
SPIN Namg: Morrow Develepmen | Corp

Service Provider Contect Person: Flleer Hendricks

O.r routine review of Schooks and Libraries Program faading commitments hag revealed
certain applications where funds were conrnitted in viclahion of program rules,

1 order to be suro that no fusds are waal in violutivn of pragram rules, the Universs| Service
Adininishative Company (USAC) must now adjust your overal! fondiag commitment. The
purpese of Lhis letter Ls to make the adjustments (0 your funding cominilment requird by
program rules, end (o give yoa an opportunity to eppeal this decigion. USAC has deramined
the applicant is responsible for all or myme of the program rale vieluwions, Therefors, the
applicant 14 responsible 1o repay all or some of the funds disbursed fu error (if any).

Thes 1s NOT a bill. If recovery of disbursed funds {3 required, the next siep in the recavery
proceas is for USAC to issue vou a Deinané Payment Leler. The balance of the debt will be
due wiltiin 30 deys of the Demand Payment Letter. Failure to pay the debt within 3¢ days from
the date of the Demand Payment Ledler coud resali in inereal, laie payment lees,
admimigtrative caarges and unplemeniation of the “Red Light Rule.”" Please see L1e
*Informatianai Nolice w0 All Universal Service Fund Confribulora, Beneliciaries, and Service
Providers" al hho- /s universelsavice org/fund -admiaistmation’loola ke 5i-

news.aspx#083 104 far more information regarding the congequelnea of nol paying the debd i
g tinely menner.
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T APPEAL THIS DECISION:

If you wish 1o appeal the Commument Adjwtnent Decision indicsied n this {etter, your
sppeal must be reccived or postmecsd within GU days of the date of (his letter. Failure to
mea this requirsment will reault in eutometic dismiseal of yonr appeal. [n your letier of
apeal:

| Inchuge the neme, address, telephone pumber, (ax paumber, and e-ma] address iif
available} fur (he nerson whe can mast readify discoas this appeal with ua.

2. Siele guiright that your letier is a1 appeal. Ifentify :he dale of the Mol leation of
Commibmenl Adjustment Letter and the Funding Reguest Numbera you are appeating.
Your ledter of gppeal mmust include the Billed Enlity Name, the Form 471 Applicaliou
Number, Billed Eality Murcher, apd FCC Registration Nunber (FCC BN) from the top of
yaur Jetter.

1. When explaining your appeal, copy the language or text from the Motification of
Conmubment Adjusoment Leiter that is the subject of yvaur apped o allow the SLD w more
readily undersiand your app=al and respoud appropristely. Please keep your letter specific
2 briel, and provide documentetioa 1o suppeit your 2apeal. Be sure Lo keep copies of
your correspondence eand documenlation,

4, Provide an suthorized signalure on your letiss of appeal.

17 vou are submilting yow appeal elecirgnically, picase send your appeal @ _
appealstzil.universslservice. org using your ofganizetion’s e-mai’. Il'you are submitting your
aopeal ou paper, please send your appeal La: Letear of Appaal, Schools and Libraries Dhvision,
DNepr. 125 « Comespondance Unit, | 00 South Jellerson Road. Whippany, NJ 07981
Additional optiona for filing a1 appeal can be found i the “Appeals Procedure” posied in the
Appeals Area of the SLD section of the USAC web sile or by contaclinng the Client Service
Rueou at | 888-200-8100. We sirougly recormmend thal you use the elecuronic appeals
oplions.

While we mcowrags you Lo jtsulve your appes) with the LI firss, you have the apiion of
[iling an eppeal directly with the Fedema] Communicarious Comuniasion (FCC). You should
reier 1o CC Dockel No. 02-6 onihe first page of youy apesel to We FOC, Your agpeal musi
be ruceived ox pustinarked within 5V days of the darte of tiis teller. Failure to meet this
requirement will resndt in aomatic disnisaal of your appeal. [f you are subinitting your
apptal via United States Postal Service, gend lo: FCC, Office of the Secrelary, 445 (21h Strest
W, Washidagton, DC 20354, Further information and aptions for filing an appeal cireclly
with the FCC ¢an be found in Lhe “Appeals Procedure’ posted in the Referwnce Area of the
SLD section of the TIAC wed gile, or by canlacling the Cligit Service Bureau, We atrongly
recinnmend that you use the electronic [iling opuons,

FUNDING COMMITMENT ADJUSTMENT REPORT

On the pages lollowing this lelter, we have prov.ded s Fonding Commiiment Adjustment
Report (Report) for the Form 471 applicatiou citad above. The enclaged Report includes thie
Funding Request Munber{s) fiom your application {or which adjustments we necessary.
Immeadiately preceding the Repori, you will find 2 guide thal defines each line ol the Report.




)

The 51D iz also sending this informatian to your service provider(s) fo- infwrrational
purposes. It USAC hay determinegd the service provider is also responsible for any m'e
violaticn ob thote Fudding Requedl Numbers, & gepeate letter will be sent o the service
provider dersiling the necessary service provider action.

Please rale Qua 7§ the Funds Disbursed o Date smount is |ess thin the Adjusted Funding
Commimenl nount, USAC will canhnee to process properly fled invaices ip to Lhe
Adiosied Funding Commitment amount Please note the Fundiog Commitnent Adiustinewn
Explunatlon in the attached Keport. It explams why the funding commitment is being
reduced. Please ensure tha any jnveices that you cr your service provider sunmiiin LISAC
ere consiglent with program mles as ndicated in ths Fundmg Commitment Adjesiment
Explanpian. If the Funds Disbursed te Date amounl excesds your Adjuated Fonding
Commiment emoum, JSAC will heve in recover soine or £11 of the JIsused funds. The
Report explains the exact ainount (if any) Lhe applicant is esponsible for repaying.

Schoois and Libaries Divigion
Thniversai Services Adoinigtialive Cempany

vc: Elleen Hendnicks
Morrew Devalapment Carp



A CULDE 70 THE FUNDING COMMITMENT ADIUSTMENT REFORT

F. ftpun Yor each E-rate fundiag 1equest from youe application for which 2 commimem adustioent is
required 15 aached to this letter. We are providing the (ollowing definitions for Ui tems m [hat
ICport. ’

FINDING REQUEST MUNAEER (FRM): A Funding Request Number is asggnec by the SLD w exch
individual request in your Forrl 471 on2e an application has been processed. This immber 15 used m
repoth 1o anphicanss and gervice providos Lhe flatus of individual discount lunding requeser submitted
on & Fortn 471

SERVICES GRDERED: The vpe o strvice ondered frem (he service provider, as shown on Form 471

SPIN (Service Provider Identification Number): A unigue nomber aagigned by the Universal Sorvice
Adnusisuative Compaty o service providem secking payment fromn the Umiversal Serwice Fund for
participaling i ihe universal service suppert mechantems. A SPIN is also ased o verily delvery of
Services mnd 16 arvange for naviment, '

SERVICE YROVIDER NAME- The legal nime ol the service provider.

COMNTRACT NUMEER: The rumber of (ke conlract between the applicant and the service arovider.
This will be present only il"a contract number was provided on your Form 471.

BILLING ACCOUNT NUMBER: The sccount rumbey Lhat your service provider hes established with
you fix billing parpases Thiz will be fresent only if 2 Eiling Account Number was provided nn your
Famnd71.

SITE IDENTIFIER: The Entity Number listed in Fonr 471, Block 5, llem 222 This number will only
e prove B “slue gnesic” BRNS,

DRGMAL FUNDING COMMITMENT: This represenis the ariginal anount of funding that SL.D had
reserved 1o reimbuorge you for the approved discounts Tor thiy service for this lupding vesr.

COMMITMENT ADJIIZTMENT AMOUNT- Thiz represents the a:uvar of [ynding that L1 has
Tescinded becawe ol program rule violations,

ADIUSTED FUNDING COMMITMENT: This represents ilie adjuiled 1ola agnount of funding that
SLD L reserved to reimburse Tor the approved discounts for tais service for thia funding year. 1 this
arnouat excaeds lhie Funds Disbursed m Dute, the SLD will ontmuee lo process properly filed invoices
up 10 the riew coomuylment amound,

FUNDS DISBURSED TO DATE: This represenis the total funds (hat have been paid to 1he idzntfed
service providor fop this PRI wy al the dalg ol 1his ktier,

EUNGS TO EE RECOYERED FROM APPLICANT: This represen s Lhe mnount of imprapery
disbuised funds 1o date ag 3 result 51 rule violaten(s) for which the applicaul hag been determined Lo
he responeible. There impropery Jisbursed [unds oil] have 1o be rassvered Fom the spplicant.

FUNDHEG COMMITMENT ADJUSTMENT EXPLANATION: This entry provides an explaration
of [he reagon (he adjustmenl was made,
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Funding Commitmen! AdJustment Report for
Form 471 Application Number; 361855

Funding Requzgt Nuaber: 950359

Services Ordered: INTERNET ACCESS
SPIN: 143323033

Service Provider Mame: Moarrow Developmen! Corp
Con'test Nwnbey: N/A

Billing Account Number 3418892202

Sile 1deniifier: 145,27

Origina! Funding Comumiment: £ [,570,560.00
Comonilment Adjustment Amount: $1,570,560.00
Adjusted Fending Commitinent: $007

Funds Dishursed 1o Dale: $1,570,560.00

Funds to be Recovered trom Applicamt: 81,570, 560.00
Funding Coinmilment Ad;ustinent Bxplanetinr:

Afler a thorough investigetion, il has been detennined that (his funding commilment 1nust be
reseinded in full. During the coorse of 4 review il was determined that the scheol emploves
who was tnvelvad in deremiining (he services sought by the applicant and the selcclion of 1he
applicart's yervice providers [s associated witl a service provider thar was selected, Male
Arbogast, the techinolopy direcior of e selool, [y also ao sinplayes of the service provider
selecled lo prowvide gerviess [or this FRN., FCC rules require appiicanis 1 saboit ¢ Form 47
10 inidinte the competitive biddivg process, and ‘o condacl a far and open process. Neithier the
applitant nor the applicant’s consuilent shondd have & relaionship with & service pravidey
prior 1o the compelitive bidding that wouid unfritly influeuce the culcome of e competibicn or
would furnjsh th2 service provider with "ingida" infonuoion or Wlow it {0 uaficrly compete
gny way, Since the applicant has enpuged in &n improper relativnship with a selecled service
provider, which epresents \be conflid of interests and coinpromises -he competilive bidding
procesd, the coinmiliment hag heen rescinded in Tl and TSAC will seck recovey nf any
disbursed Iwds fum the applicanl and service provider.

PLEASE SEND A COPY OF THIS PAGE WITH YOUR
CHECK TO ENSURE TIMELY YROCESSING
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MORROW COUNTY SCHOOL DIST A
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Universad el sl drafive Cuagany Schaafs & Libraries Division

Nolification of Cammitmend Adjvsument Leter
Fonding Year 2003: 7/01/2003 - 6/30/2004
Jamtary 15, 2608

TAMI SNEDDON
MORROW COUNTY SCHOOL DIST |
270 W MAIN ST
LEXTNGTON, DR 97839
Re: Form 471 Applicetion Number; 366035
Fundiog Year; 2003
Applivant’s Form ldentfer; MCSDO30JICNT
Bilied Eoclty Number; 145117 — AL CSI2
FCC Registration Number: (0] 2534509
SPIN Name: Morrow Divelopment Corp

Serviqe Provider Coaocaot Persoa: Elteen Hendricks

Oy mootine review of Schogly and Libraries Program funding commitments has revealed

- ceraino applications where funds were commitisd i violation of progeam mles,

In order ta he sure that no tends are used in vislatian of program rules, the Universa| Service
Adminigirative Compeny (USAC) must now adjust yoor overall funding commitment. The
purpose of this letlar ir 1o nuzke the agjustmenyts to yeur findmg commilment reqgoired by
pragram ruics, and ta give you an opporunity Lo appeal this decision. USAC haydetennined
Lhe applicant is responzible for all or some of the progrem rule violations. Therelore, the
applicent i; responsibls 1o repay el or gomue of Ule funds disbursed in emror {if any).

This ig NCT a bill. Ifrecovery of disborsed funds is required, the nexi step in the recovery
process is for USAC (1 issue you 8 Dremand Fayment Letier. The balance of the debl will be
doe withir. 30 days of |he Demand Puyment Lelter. Failure 1o pay Lhe deht withis 30 days frem
the dale of the Demand Payrnent Letler conld result in imerzs, Jale peyinent [eey,
adrninisirative charges and implemenietion of the “Red Lighl Rule.” Pleasc see e
“Informational Nolice to All Universsl Service Fund Contribatars, Beneficieries. and Service
Providers” at htip://www. miversalservice.org/fund-administrationfools/lalest-

news. aspxH063 104 for more ipfommation regending the cosoynences of not payiag the dobt b

A linely mauer.



10 AFPEAL THIS DECISION.

if you wish to appeal the Commitment Adjusinent Decis.on indicated in this letler, your
appeal 1nust be recelved ar postinarked within 60 days of the daje of Ung lziler. Failwre 1o
mect li3 requirement will result in autamatic diswissal of your appeal. In your letler of

appcal.

I. Include the name, address, lelephone rumber, fax numoer, and e-mail sddress (if
available} {or the person who can mosl readily discuag (lis appeat with va.

Z. Suate ouiright thal your letler is an eppeal. Identily the date of the Notilication of
Commilment Adjustriert Leller and the Funding Reques: Numbeis you are appealing.
Your letter of appeal must inclode the Billed Botity Name, the Fonn 471 Apphcalion
Number, Billed Entity Mumber, and FUC Regishshon Nember {FUC BN fiom Lhe top ol
your letier.

3. When explaining your appeal, cOpy ths language or text from the Notidiarion of
Commitnent Adjustment Lener Lthar is the subject of your mpeal o allaw the SLD 1o inome
readily undersiand your appesl and respend apprapnetely. Flease keep your letter specific
and brief, and provide documentation to suppor your appeal, Be sure o Keep copies of
yonr ¢orrespondence and documentation

4. Provide an authanzed signalure on your lener of appeal.

If you are submiitting your appeal electronically, please send your appeal (o

appealsi@el. aniversalgervice. org using your orgamzaliort’s e-mail, I you ére submitiing your
sppeal on paper, please tend your appeal 1o Leateer of dppeal, Schools ard Lihrariey Division,
Depl. 125 - Carregpondence Unil, 100 Soutl Jefemson Road, Whippany, NJ 07581,
Addilional options for £ling en appeal can be found i1y the “Appeale Procedure™ posted in Lhe
Appeals Area of the SLD sectiou of the JRAC web sile or by contacting Ihe Client Service
Bureau a1 1-288-203-8100. We sirongly recommend thal you use the eleciroiic appeals
aptions,

‘While we enconrage you to resolve your appeal with the SLD Kmi. you ksve the option of
filing ap appeal direeily with the Federa: Communications Coumission (FCC). You should
refer 1o CC Dacket No. 02-6 on the Lt page of your appeal {o the FCC. Your appeal musl
be raceived or postmarked within 60 days of the date of this letter. Failure {o meel this
requirement will resull 1 aujpmatic dismissal of your appeal. I you are submitting your
appeat via Unied Siates Foslal Service. send do; FCO, Offlee of the Seoratary, 443 [2th Street
SW, Washingtan, DC 20554, Further informalion and oplions for filing an appeal directly
with the FCC can be found in (he “Appeals Procedure” posled in the Reference Area of 11e
SLD gectian of the USAC web site, or hy contacting the Client Service Burean, We siroogly
recommend (hat you use he electronic filjug options,

FUNDING COMMITMENT ADJUSTMENT REPORT

Qs the pages follpwiug thie letier, we have provided g Fiading Commitment Adjusinen:
Report (Report) [gr the Fonn 471 application ciled above. The enclosed Repor includes the
Funding Request Number(s} from your applicetion for which adjustmenis are necessalry.
Immnediately preceding the Repornt, you will find a guide that defmos cach Line of the Repon,




The 5L & also sending this infermation 16 your service provider(s) for informational
puposes. [[USAC has determined Ibe service provider i3 also responsible for auy rule
vialalion on hese Funding Regquest Numbers, 2 geparate letier will be sent to the service
pruvider detailing (he necessary seryice provider action

Please note that jf the Funds Dishursed to Dee amount is less than the Adjusted Funding
Conmitment amount, USAC will conlinue lo process ploperiy filed invoices up 1o the
Adjusied Funding Commitmenl amount. Plcase nete the Funding Commitment Adjusiment
Explanation in the attached Report. It explains why the (undiug commitment is being
rednced. Please eisure that any invoices thet you ar your service provider submit to USAC
are consistent with program rules as indicated in the Funding Cormnitment Adjustment
Explanation. If the Funds Dishursed 10 Date amounl exceeds vour Adjusted Funding
Commilmend amount, USAC will bave w0 recover some or all of the disburged finds, The
Repart explains the exact amount (iff any) the epplicant is responsible (or repaying.

Schools and Librancs Division
Universal Services Adinimsirative Company

co:  Fileen Hendricks
Momow Development Corp
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A GUIDE TQ THE FUNDING COMMITMENT ADJUSTMENT REPORT

A repon [or each Emie Tonding reques) Bom your appication Tor which a cominitment adjusinem i3
regnired ix anlached 1o this leiler. We ere providing the fpllowing definitions for the itercs in that
repart,

FUNDING REQUEST NUMBER (FRN): A Funding Request Mumber is assipned by the 5LD o each
individual requast in your Form 471 once an application has been processed. This nitmber is teed (@
repor ic applivanis and servies providers the stanss of individoal dscounl Iimdug rEquesis submitted
onaForm 47]

SERYICES ORDERED: The type of eervice ardered from the service provider, s shown on Form 371

AP (Servive Provider Tdestifcation Number): A unigue aumber sarigned by the Univecss] Senvice
Adminisrative Company 1o service providers seeling payment from. the Universal Service Fimd for
participating in the yaiversal service suppart mechenisme. A SPIN i also wsed Lo verily deivery of
services and g amange for parmeny

SERVICE PROVIDER NAME: The legel mame of the service provider.

CONTRACT NUMBER: The number of the contract between the applicant anc the service provider.
This will he preeenl enly iF a coaract number wos provided w your Form 471,

BILTING ACCOUNT NUMBER.. The atcount nwnber ibal your service provider has established with
you [or billing purposes. This will be preaent only if a Billing Acgount Humnber was provided on your
Fam 4™

SITE \OEMTIF[ER: The Enlily Huinber listed in Form 471, Elock 3, Tism 22a. Thid manber will only
b present for “zite gparific” FRh:.

ORIGINAL FUNDING COMMITMENT: This represenis the original amount of funding that SLD had
reserved 1 reimburse you for The approved discounts for this servjee for this tunding year.

COMMITMENT ADTUSTMENT AMOUNT: This represenis the amount of funding that STD hae
rescinded because of program ruie viglaljons.

ADIUSTED FUNDDNG COBMITMENT: This mpresems the adjested Loval amount of fonding thar
ELD han regerved o reimbtuse ful e approved dabtounls for this serviee for this funding year, IF thiy
arrsouni eacceds the Punds Disbutsed m Diate, the SED will conlinue to process properly Mled invoices
up g the new CormmulTent Srown..

FUNL$E DISBURSED TC DATE: Thiy represenis Lhe toral lunds that have been pud lo the Wentified
service provider for this FEN as of Lhe date ofthis leteer,

FUNDS TO BE RECOVERED FROM AFFLICANT: This represenis the amownt of improperiy
dialbursed Cinds fo daws as 4 cesull al tule violation(s) tor which the applizant has 2eem determined 19
be respansible. These :mproperly dishursed fimds will have to be reecvered romihe applicanr.

FUNDMNG COMMITMENT ADINETMENT EXPLAMATION: Thisenivy providas an explanation
o1 The 7eason e edjusiment was made,



Foondiop Coenumitment Adjostment Report lor
Form 471 Applicatioa Nomber: 366035

Funding Request Mumber: 994429

Servives Drdersd: INTERNAL CONNECTIONS
SPIN: 143023033

Smvive Provider Name: Morrow Develormeril Zorp
Conlract Number: Nia

Billing Accourt Nomber: 541-9B9-8102

Site Idenlifier: 145127

Qriginal Fanding Commitment: $6,277.50

Commitment Acjustmint Ausouit $0,477.50

Adjusted Funding Commi ment; $0.01

Punds Dighursed 1o Date: 36,297.50

Funds io be Recovered from Applicant:  §6,277.50

Funding Comminnent Adjusment Saplusation:

Afle: 2 thoough iovesligation, 1t hies bean defuninsd the ihis funding commimnent must ke
resciaded in full. During the course of & review it was defeninined that ike school emoloyes
who was ipvolved In deermining the services sought by the applicant and the seletiion of the
applicants iervice providers it as¢opialed wilh a service provider that was selegted, Male
Arbogasl, La¢ lechnelogy direcior of the school, is ajso an cuiployes of the Servce provider
setcred le provide serv.ces for this FRN. FOC rules require applicants io subit a Formn 470
la initiale the colrpetitive bidding provess, and to conduct a fair wwl open process. Neither iha
appiicaiit nor the applicant’s copsullant ahovld have a relatianship with a scrvice provider
prion .0 the compettive bidding that wonlt nnfairy mvfluence e eoicums of 3 competivon ix
wanld furnish the service provider with "inside” informzation or allow it to unfeirly compele in
any way. Since the ppplcant has engaged .0 an improper relstionslop with a sclected pervice
provicer, wrhich reorceents the conflion of interests and compromisces the competitive bididing
process, 1he comamument has been rescinded in il and 1S AL w1|] sock rocovery ol agy
digbursed Mundg from the apphcant and servics provider.

FLEASE SEND A COPY OF THIS FPAGE WITH YOUR
CHECK TO ENSURE TIMELY PROCESSING



